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REPORT  BY  THE 

JOINT  COMMITTEE  ON  NATURAL  RESOURCES  AND  AGRICULTURE 

ON  THE  OVERSIGHT  HEARING  ON  THE 

NORTHEAST  INTERSTATE  DAIRY  COMPACT 

The  Joint  Committee  on  Natural  Resources  and  Agriculture  held  an  oversight 
hearing  on  Tuesday,  February  10,  1998,  on  the  Northeast  Interstate  Dairy 
Compact  (Compact).  The  purpose  of  the  oversight  hearing  was  to  allow  the 
Committee  to  hear  the  opinions  of  many  interested  parties,  including  farmers, 
dairy  processors,  consumers,  and  the  public  with  respect  to  the  Compact,  its 
significance,  and  the  real  and  putative  impacts  of  the  Compact  on  the  lives  of 
individuals  who  testified. 

About  this  Report 

What  is  the  Northeast  Interstate  Dairy  Compact? 

The  Compact  is  a  regional  milk  pricing  system  that  was  ratified  by  the 
legislatures  of  all  six  New  England  states,  and  approved  by  the  United  States 
Congress.  The  General  Court  of  the  Commonwealth  unanimously  passed  the 
Compact  enabling  law  in  1993  (Chapter  370  of  the  Acts  of  1993). 

The  avowed  purpose  of  the  Compact  is  to  produce  stability  in  the  prices  and 
supply  of  fluid  milk  that  farmers  in  the  Compact  states  sell,  so  that  farmers  can 
more  accurately  predict  cash  flow  and  expenses  related  to  dairy  farms.  It  is  also 
designed  to  increase  income  to  dairy  farmers,  in  an  effort  to  stem  what  is 
perceived  as  the  escalating  problem  of  dairy  farm  foreclosures  in  the  Compact 
states.  The  Executive  Office  of  Environmental  Affairs  has  stated  that  the 


Compact  is  also  intended  to  ensure  a  "...fresh,  wholesome  supply  of  locally 
produced  milk." 

In  April  1996,  the  U.S.  Congress  approved  the  enabling  legislation  for  the 
Compact  as  part  of  the  Federal  Agricultural  Improvement  and  Reform  Act  (FAIR 
Act;  the  1996  Farm  Bill).    Congress  approved  the  Compact  only  for  a  limited 
period  of  time:  the  Compact  is  set  to  expire  in  early  1999,  unless  it  is 
reauthorized  prior  to  that  time. 

The  enabling  legislation  allows  five  other  states,  New  York,  New  Jersey, 
Pennsylvania,  Delaware,  and  Maryland,  to  join  the  Compact,  provided  they  are 
contiguous  to  Compact-member  states.  Of  these  five  states,  New  Jersey  has 
passed,  and  the  governor  has  signed,  the  Compact  legislation  into  law.  Maryland 
has  passed  the  legislation  and  is  awaiting  the  governor's  signature.  In  New  York, 
the  senate  has  passed  the  Compact  legislation,  and  is  awaiting  consideration  by 
the  General  Assembly.  Delaware  is  preparing  a  bill  for  consideration,  and 
Pennsylvania  is  holding  hearings  on  the  Compact  legislation. 

Twelve  southern  states  (Alabama,  Mississippi,  Louisiana,  Arkansas,  North 
Carolina,  South  Carolina,  Georgia,  Tennessee,  Kentucky,  Oklahoma,  Virginia, 
and  West  Virginia)  are  also  seeking  to  form  a  Compact  of  their  own,  and  are  at 
different  stages  in  the  process.  The  establishment  of  additional  compacts  may 
influence  the  decision  of  Congress  towards  renewal  of  the  Northeast  Interstate 
Dairy  Compact. 

The  Northeast  Dairy  Compact  is  overseen  by  a  "Compact  Commission" 
(Commission).  The  Commission  is  made  up  of  delegations  from  each  member 
state.  Each  state  has  from  three  to  five  delegation  members1  appointed  by  the 
particular  state.  The 'delegation  must  include  a  farmer  representative,  a  milk 
processor,  and  a  consumer  representative.  Other  delegation  members  are  left  to 
the  discretion  of  the  particular  state,  but  have  included  milk  processors, 
supermarket  representatives,  and  government  officials.  Each  state  has  only  one 
vote  on  the  Commission. 

The  current  delegation  from  the  Commonwealth  is  made  up  of  five  members,  all 
appointed  by  the  Governor.  Membership  includes  the  director  of  the  Women, 
Infants,  and  Children  office,  a  processor-retailer  representative,  two  farmers,  and 
the  Commissioner  of  the  Massachusetts  Department  of  Food  and  Agriculture. 

The  Compact  Commission  held  hearings  and  solicited  comments  from  the  public 
in  order  to  set  the  Compact  price  for  milk  used  for  beverage  products  (often 
called  fluid  milk  or  Class  I  milk)  distributed  in  the  Compact  states.  The 


1  Currently,  Massachusetts,  Connecticut,  Rhode  Island,  and  Vermont  each  have  five  delegation  members 
and  Maine  and  New  Hampsire  each  have  three. 


Commission  began  holding  its  first  round  of  hearings  in  December  1996,  and 
concluded  the  process  in  May  1997,  with  the  adoption  of  a  Final  Rule,  setting  a 
farm  price  for  beverage  milk.  This  first  farm  price  for  beverage  milk,  established 
under  the  Compact,  went  into  effect  on  July  1,  1997,  at  $1.46  per  gallon.  This 
price  was  intended  to  apply  only  through  December  31 ,  1997,  but  following  a 
public  hearing,  the  Commission  extended  the  price  through  early  1999. 

Two  consumer  groups  are  exempt  from  price  increases  for  milk  attributable  to 
the  Compact.    First,  the  U.S.  Congress  required  that  the  Compact  reimburse  the 
Women's,  Infants,  and  Children's  (WIC)  program  for  any  retail  price  impact  on 
beverage  milk.  Second,  the  Compact  Commission  itself  voted  in  favor  of 
reimbursing  schools  for  the  any  price  increases  of  milk  used  in  school  lunch 
programs. 

Who  is  Regulated  By  the  Compact? 

The  Compact  regulates  the  price  of  milk  that  dairy  processors  pay  for  beverage 
milk  in  New  England.  The  Compact  establishes  only  the  price  at  which  beverage 
milk  (called  Class  I  milk)  is  sold  to  processors.  The  Compact  does  not  set  the 
price  that  processors  must  pay  for  milk  used  in  cheese,  ice  cream,  etc.  In  fact, 
the  Compact  is  specifically  prohibited  from  regulating  the  price  that  processors 
pay  for  milk  used  in  these  other  products.  Finally,  the  Compact's  regulatory 
authority  does  not  extend  to  the  prices  that  processors  charge  retailers  or 
retailers  charge  consumers.  These  prices  are  left  to  the  free  market. 

How  Milk  Prices  are  Set 

There  are  three  markets  that  influence  the  price  that  consumers  pay  for  milk. 
They  are: 

•  the  farm  market  -where  milk  is  purchased  by  processors  from  farmers; 

•  the  wholesale  market  -  where  processors  sell  processed  products,  e.g., 
beverage  milk,  butter,  ice  cream,  or  cheese,  to  retailers;  and, 

•  the  retail  market  where  consumers  buy  the  product  (e.g.,  beverage  milk) 

Most  price  regulation  occurs  in  the  farm  market,  where  prices  are  first 
established  by  Federal  Milk  Marketing  Orders  (Marketing  Orders).    Marketing 
Orders  are  documents  issued  by  the  United  States  Department  of  Agriculture 
(USDA)  that  set  milk  prices  in  32  areas  of  the  country.  Generally,  only  in  an 
area  of  the  country  where  there  is  a  high  demand  for  beverage  milk  is  there  an 
applicable  Marketing  Order.  The  New  England  Marketing  Order  is  the  one  that 
regulates  New  England's  milk  market. 

Marketing  Orders  establish  prices  for  milk  used  in  various  products.  For 
example,  milk  used  in  beverage  products  has  one  price,  while  milk  used  to  make 
cheese  or  butter  has  another  price.  Milk  is  divided  into  classes  dependent  upon 


its  use  (e.g.,  milk  used  as  a  beverage  is  Class  I;  milk  made  into  cheese  is  Class 
II).    For  each  class  of  milk,  there  is  a  minimum  price  established  by  a  Marketing 
Order.  Fluid  milk  -  that  is,  milk  used  as  a  beverage  (Class  I)  -  is  the  only  class 
for  which  a  price  is  set  by  the  Compact. 

The  rationale  underlying  Marketing  Orders  for  fluid  milk  is  to  assure  a  minimum 
price  for  the  sale  of  milk  to  processors  by  farmers  to  maintain  an  adequate 
supply  of  milk  in  areas  with  higher  demands  for  milk,  but  lower  supplies.  The 
USDA  sets  prices,  through  Marketing  Orders,  each  month,  so  the  price  for  Class 
I  beverage  milk  (as  well  as  for  other  classes  of  milk)  generally  fluctuates  monthly. 
For  example,  the  New  England  Marketing  Order  for  Class  I  milk  was  $1.20  in 
July  1997,  versus  $1.43  in  February  1998. 

The  price  set  by  the  Market  Orders  represent  the  minimum  price  that  a  dairy 
processor  must  pay  per  gallon  of  beverage  milk  bought  from  farmers.  However, 
in  New  England,  because  of  the  Compact,  there  is  a  further  adjustment  to  the 
price  that  dairy  processors  pay  per  gallon  of  fluid  milk. 

The  purpose  of  the  Compact  price  is  to  ensure  that  the  minimum  price  paid  by 
processors  for  each  gallon  of  beverage  milk  sold  in  New  England  is  $1 .46.  The 
actual  amount  added  to  the  Market  Order  price  for  New  England  varies, 
depending  upon  the  Market  Order  price. 

To  illustrate  how  this  works  in  practice,  the  following  example  is  provided.  The 
Market  Order  price  was  $1.20  in  July  1997,  versus  $1.43  in  February  1998.  This 
means  that  in  July,  the  Compact  added  26  cents  to  the  Market  Order  price  (to 
reach  the  $1.46  Compact  price  minimum).  In  February,  the  Compact  added 
three  cents  to  the  Market  Order  price.  When,  and  if,  the  Market  Order  price  is 
equal  to  or  greater  than  $1.46,  the  Compact  adds  nothing  to  the  Market  Order 
price. 

Farmers  in  New  England  do  not  actually  receive  $1.46  per  gallon  of  beverage 
milk  sold  to  processors.  This  is  because  the  $1.46  farm  price  established  by  the 
Compact  only  signifies  the  minimum  price  that  dairy  processors  must  pay  per 
gallon  of  beverage  milk,  not  the  price  actually  paid  to  dairy  farmers. 

The  price  paid  to  farmers  for  milk  sold  (regardless  of  the  class)  is  an  average  of 
the  prices  set  by  the  Marketing  Orders  for  all  four  classes  of  milk,  including  Class 
I  beverage  milk  as  adjusted  by  the  Compact.  Therefore,  for  the  month  of 
February  1998,  the  average  price  (of  all  four  classes  of  milk)  was  $1 .30.  This 
was  the  amount  paid  to  farmers  in  Compact  member  states  for  each  gallon  of 
milk  sold. 

What  the  Consumer  Pays 


Consumers  in  the  Commonwealth  (and  elsewhere)  do  not  actually  buy  their  milk 
for  $1 .46  per  gallon,  anymore  than  farmers  in  New  England  earn  this  amount  per 
gallon  of  milk  sold  to  processors.  The  price  of  milk  sold  to  consumers  in  New 
England  is  effected  by  the  price  paid  to  farmers,  the  price  processors  charge  to 
retailers,  and  the  price  mark-up  of  the  retailer  in  sales  to  the  consumer. 

The  Massachusetts  Department  of  Food  and  Agriculture  (DFA)  estimates  that 
the  Compact  price  of  $1 .46  averaged  15  cents  above  the  Federal  order  Class  I 
price  since  the  inception  of  the  Compact.  Of  this  amount  attributable  to  the 
Compact,  only  two-thirds  (10  cents)  was  actually  passed  on  to  consumers. 
According  to  the  DFA,  the  remaining  five  cents  of  the  15  cent  Compact  add-on 
was  simply  not  passed  on  by  either  processors  or  retailers  because  of 
competition. 

The  average  price  paid  by  consumers  in  the  Commonwealth  for  beverage  milk 
has  been  $2.70  per  gallon.  Prices  vary  throughout  the  country.  Florida,  for 
example,  has  retail  milk  prices  that  average  from  $3.50  to  $3.70  per  gallon2. 

Testimony  at  the  hearing  as  to  the  amount  of  the  rise  in  retail  milk  prices  in  the 
Commonwealth  was  inconsistent:  some  individuals  claimed  that  milk  prices  at 
retail  had  gone  up  10  cents  and  others  claimed  that  increases  were  as  high  as 
17.5  cents.     There  were  some  claims  that  retailers  had  raised  milk  prices  20 
cents  per  gallon  as  a  result  of  the  Compact.3  Some  of  the  testimony  attributed 
these  increases  in  price  solely  to  the  Compact. 

Some  of  those  testifying  at  the  hearing  stated  that  in  some  urban  areas,  the  price 
of  beverage  milk  seemed  far  higher  than  in  other  parts  of  the  state.  Several 
individuals  offered  testimony  that  milk  prices  in  particular  areas  of  the 
Commonwealth  roseTrorn  60  cents  to  80  cents  within  a  six  month  period  of  time. 
It  appeared  that  grocery  retailers  had  been  charging  different  prices  in  different 
areas  of  the  Commonwealth,  and  that  the  major  price  fluctuations  from  one  area 
to  the  next  were  more  likely  attributable  to  the  pricing  decisions  of  the  retailer 
than  to  the  mandates  of  the  Compact.  The  price  floor  set  by  the  Compact  is 
constant.  It  appears  that  retail  prices  of  milk  have  been  fluctuating 
disproportionately  to  the  price  adjustments  made  by  the  Compact. 

Dairy  Farms  in  the  Commonwealth 

There  are  approximately  320  dairy  farms  in  the  Commonwealth.  Together  these 
farms  preserve  about  133,000  acres  of  open  land.  In  the  Commonwealth,  dairy 
farming  is  the  third  largest  agricultural  enterprise,  after  the  produce  and  nursery 


2  Commissioner  Jonathan  Healy,  Massachusetts  Department  of  Food  and  Agriculture,  as  quoted  in  the 
Boston  Globe,  pp.  D5,  Friday  October  17,  1997 

3  Boston  Globe,  pp.26,  Business  Section,  reporting  on  the  oversight  hearing  of  the  Committee  on  Natural 
Resources  and  Agriculture's  on  the  Northeast  Interstate  Dairy  Compact. 
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businesses.  The  average  size  of  a  dairy  farm  in  the  Commonwealth  is  just  over 
400  acres.  Dairy  farms  utilize  the  largest  amount  of  land  of  all  farms  in  the 
Commonwealth. 

The  average  number  of  milking  cows  (i.e.,  herd  size)  on  dairy  farms  in  the  state 
is  67.  Many  other  non-New  England  states  have  larger  farms  which  benefit  from 
economies  of  scale.  California,  Idaho,  New  Mexico,  and  Arizona  are  among  the 
largest  dairy  farming  states  in  the  nation.  Some  of  their  farms  have  herds  of 
1000  or  more. 

Dairy  farming  in  the  Commonwealth,  as  in  all  of  New  England,  is  burdened  by 
high  production  costs  as  a  result  of  higher  than  average  production  costs  and  the 
inability  of  small  farms  to  realize  substantial  economies  of  scale.  As  a  result  of 
this  and  other  factors  (e.g.,  urbanization),  dairy  farms  in  the  Commonwealth, 
according  to  agricultural  economists,  have  declined  from  6,760  in  1950  to  just 
over  300  this  year. 

Proponents  of  dairy  farming  point  out  that  dairy  farms  provide  employment  and 
business  opportunities  to  host  communities.  Farms  hire  labor,  and  purchases 
supplies,  machinery,  and  services.  Also,  farms  lend  aesthetic  qualities  to  life  in 
New  England.  The  Compact  has  ensured  the  preservation,  by  dairy  farms,  of 
one  hundred  and  thirty  three  thousand  acres  of  open  space  in  the 
Commonwealth  and  over  one  million  acres  throughout  New  England.  The 
preservation  of  open  space  is  a  value  that  has  been  embraced  by  both  ends  of 
the  political  spectrum. 

Some  individuals  testified  that  an  additional  benefit  of  maintaining  dairy  farms  in 
the  Commonwealth  is  that  many  of  the  ice  cream  producers  in  the  state  rely  on 
steady  supplies  of  locally  produced  milk.  These  businesses  would,  according  to 
some,  likely  leave  the  state  if  dairy  farms  were  to  go  out  of  business,  taking  with 
them  jobs  and  tax  support. 

The  Oversight  Hearing 

Many  individuals,  organizations,  and  government  officials  testified  before  the 
Committee  at  the  oversight  hearing  on  the  Northeast  Interstate  Dairy  Compact. 
In  fact,  over  100  individuals  and  organizations  were  invited  to  testify  at  the 
hearing,  which  was  open  to  the  public. 

Invitees  included,  but  were  not  limited  to,  environmental  organizations,  farmers, 
grocer  retailers,  dairy  processors;  Compact  members;  school  officials; 
representatives  of  WIC  (Women,  Infant,  and  Children);  local,  grassroots 
organizations;  representatives  of  state  and  local  government  agencies;  and 
members  of  the  United  States  Congress. 


About  50  individuals  and/or  organizations  testified  at  the  hearing.  The  great 
majority  of  those  testifying  were  in  favor  of  retaining  the  Compact.  Below  is  a 
synopsis  of  the  major  points  expressed  by  opponents  of  the  Compact,  and  the 
response  of  proponents  to  issues  raised. 

1 .         The  Compact  Only  Helps  Large  Farms 

Some  individuals  testifying  at  the  hearing  alleged  that  the  Compact  would  help 
only  large  farms  in  the  Compact  states,  thereby  increasing  the  competitive 
disadvantage  of  small  farms  and  accelerating  their  decline.  Proponents  of  the 
Compact  countered  by  pointing  out  that  there  are  few,  if  any,  large  farms  in  New 
England,  in  comparison  to  other  parts  of  the  country.  The  average  size  of  the 
farms  in  this  state  is  slightly  more  than  400  acres  of  land.  In  all  of  New  England, 
the  average  is  similar.  The  herd  size  in  this  state  averages  67  cows,  which 
contrasts  sharply  with  that  of  other  states,  such  as  Idaho  and  California,  where 
some  farms  have  in  excess  of  1500  cows. 

Therefore,  even  though  competitive  advantages  accrue  to  larger,  more  efficient 
farms,  the  relative  uniformity  in  size  of  New  England  farms  makes  the  differential 
economic  effect  of  the  Compact  minimal.  Proponents  point  to  the  fact  that 
limited  land  availability  and  the  high  price  of  land  in  New  England  make  it  unlikely 
that  farmers  will  increase  their  herd  size  very  dramatically. 

2.        Massachusetts  Consumers  are  Paying  Compact  Prices  to  Support  Out  of 

State  Farmers 

The  argument  has  been  made  that  since  the  Commonwealth  is  a  larger 

consumer  of  beverage  milk  than  is  any  other  New  England  state,  and  since  the 

Commonwealth  imports  75%  of  its  beverage  milk  from  New  York  and  Vermont, 

consumers  in  the  Commonwealth  are  paying  to  support  farmers  in  these  other 

states. 

The  fact  that  the  Commonwealth  is  the  single  largest  beverage  milk  consumer  in 
New  England  is  a  function  of  the  fact  that  the  population  of  the  state  is  larger 
than  others.  The  Commonwealth  does  have  to  import  milk  to  meet  its  demand 
for  beverage  milk.  Therefore,  the  price  paid  under  the  Compact  for  milk  is  paid 
to  farmers  who  produce  the  milk,  even  if  the  producing  farmer  is  not  in  the 
Commonwealth.  However,  proponents  argued  that  the  Massachusetts  supply  of 
milk  is  a  regional  supply  of  milk  and  protecting  this  regional  supply  had  value  to 
Massachusetts  consumers. 

Proponents  also  alleged  that  a  dwindling  supply  of  locally  produced  milk  would 
eventually  lead  to  the  need  to  import  milk  from  distant  locales.  Transportation 
costs  and  a  shorter  shelf  life,  they  alleged,  would  be  more  costly  than  the 
increase  in  milk  prices  resulting  from  the  Compact. 


It  was  estimated  that  the  added  cost  of  long-distance  shipping  of  milk  would  be 
anywhere  from  30  cents  to  40  cents  per  gallon4.  Another  estimate  presented  at 
the  hearing  was  that  milk  shipped  from  Wisconsin  or  Michigan  would  cost  the 
consumer  in  the  Commonwealth  an  additional  43  to  55  cents  per  gallon5. 

3.  The  Farmers  in  the  Commonwealth  Are  Not  Really  Helped  by  the 
Compact 

There  have  been  concerns  expressed  by  Compact  opponents  that  the  Compact 
will  do  little  to  prevent  the  dwindling  number  of  farms  in  the  Commonwealth  -  that 
the  Compact  will  not  provide  any  real  benefits  to  farmers,  certainly  not  enough 
tangible  benefits  to  slow  the  growth  of  farm  foreclosures  or  to  prevent  farmers 
from  leaving  the  dairy  business.  However,  numerous  farmers  testified  that  they 
were  enabled  by  the  minimal  price  support  provided  by  the  Compact  to  pay  for 
equipment  and  machinery,  and  to  pay  expenses  related  to  farming,  expenses 
they  would  not  otherwise  have  been  able  to  pay,  were  it  not  for  the  Compact. 

There  was  testimony  that  one  farm  saw  an  increase  of  from  $4,000  to  $7,000  in 
income  since  the  inception  of  the  Compact.  Another  farmer  informed  the 
Committee  that  he  was  finally  able  to  pay  some  of  the  debts  owed  on  farm 
equipment.  The  owner  of  a  farm  feed  and  supply  business  reported  that  he  was 
receiving  payments  on  old  debts  held  by  farmers.  Collectively,  the  testimony 
presented  made  it  evident  to  the  Committee  that  the  Compact  was,  in  fact, 
providing  real,  calculable  benefits  to  farmers  in  the  Commonwealth. 

4.  There  is  No  Limit  on  the  Price  Increase  that  May  be  Required  by  the 
Compact 

There  has  been  concern  expressed  that  the  current  price  ordered  by  the 
Commission,  which  is  approved  only  through  early  1999,  could  be  raised 
substantially  higher  than  $1.46  if  the  Compact  is  renewed  prior  to  its  expiration  in 
1999. 

Testimony  revealed  that  there  is  a  limit  on  how  high  the  Commission  can  set  the 
price.  For  1 998,  the  Compact  is  allowed  to  set  a  price  of  up  to  $1 .93  per  gallon 
of  beverage  milk,  and  for  1999,  the  maximum  price  that  may  be  required  for 
beverage  milk  is  $1 .99.  To  date,  the  Compact  Commission  has  not  set  the  price 
at  the  maximum  amount  authorized  ($1.93),  instead  electing  to  set  a  much  lower 
price  ($1 .46).  Proponents  of  the  Compact  have  further  pointed  out  that  the 
Compact  Commission  was  not  considering  raising  the  Compact  price. 

5.  The  Compact  will  Encourage  Excess  Milk  Production 

Some  individuals  testified  that  the  increased  prices  that  farmers  have  been 
receiving  as  a  result  of  the  Compact  may  encourage  an  increase  in  milk 


4  Testimony,  Massachusetts  Audobon  Society,  February  10,  1998 

5  Testimony,  Conservation  Law  Foundation,  February  10,  1998 
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production.  An  increase  in  production  sometimes,  but  not  always,  results  in  an 
excess  of  a  commodity  being  produced.  For  example,  milk  production  could 
increase,  but  may  not  exceed  demand.  However,  proponents  of  the  Compact 
countered  that  the  limited  expansion  capacity  for  dairy  farmers  lessened  the 
chance  that  an  excess  of  milk  would  be  produced. 

However,  if  an  increase  in  milk  production  were  still  somehow  to  occur  -  despite 
the  fact  that  expansion  of  dairy  farms  is  unlikely  (due  to  factors  such  as  the  high 
cost  of  land  and  limited  land  availability)  -  it  may  be  that  the  Compact  would  have 
to  reimburse  the  USDA  for  the  purchase  of  the  excess  milk  produced.  This 
reimbursement  would  be  required  under  the  "milk  price  support  program,"  a 
program  administered  by  the  USDA  but  unrelated  to  the  Compact. 

Under  this  program,  if  there  is  an  increase  in  milk  production  that  results  in  an 
excess  of  milk,  and  the  excess  milk  exceeds  a  national  increase  in  milk 
production,  the  Compact  will  be  required  to  reimburse  the  USDA  for  the  amount 
that  it  would  cost  the  USDA  to  purchase  the  excess  milk  produced. 

For  example:  if  milk  production  in  the  Compact  states  were  to  increase  by  two 
percent  (over  the  production  rate  of  the  previous  year),  and  the  national  milk 
production  average  were  to  increase  by  one  percent  (over  the  previous  year),  the 
Compact  would  have  to  reimburse  the  USDA  for  the  value  of  purchasing  the  one 
percent  increase  if  such  increase  actually  represented  an  excess  in  milk 
production. 

In  the  last  several  months  there  has  been  an  increase  in  milk  production  in  the 
New  England  area.  However,  this  increase  is  not  due  to  the  Compact,  according 
the  DFA.  Rather  the  climate  changes  caused  by  "El  Nino"  have  caused 
increased  rainfall  on  the  West  Coast  (and  a  resultant  decrease  in  milk 
production),  and  higher  temperatures  on  the  East  Coast  (with  the  effect  of 
increasing  milk  production). 

Proponents  of  the  Compact  point  out  that  the  Compact  Commission  has,  in 
realization  of  recent  increases  in  production  spurred  by  weather  patterns,  held  a 
series  of  public  meetings  to  gather  information  on  supply  management  options. 
One  of  several  options  discussed  has  been  the  establishment  of  a  cap  on  the 
amount  of  milk  for  which  the  New  England  farmers  may  be  reimbursed  under  the 
Compact. 

Conclusions  of  the  Joint  Committee  on  Natural  Resources  and  Agriculture 

In  general,  testimony  presented  at  the  oversight  hearing  did  not  convince  the 
Committee  that  the  Commonwealth  should  extricate  itself  from  membership  in 
the  Compact. 


While  the  Compact  has  resulted  in  minimal  price  increases  for  Massachusetts 
consumers,  there  are  tangible  benefits  accruing  to  Massachusetts  farmers.  The 
function  of  the  Compact  appears  not  unlike  a  minimum  wage  for  dairy  farmers. 

If  the  Compact  does  not  ameliorate  the  current  trend  of  farm  foreclosures  and 
farmers  leaving  the  dairy  business,  then  the  long  term  proposed  benefits  of  the 
Compact  will  have  failed.  A  review  of  trends  six  months  and  one  year  from  now 
should  be  instructive  and  may  include,  but  not  be  limited  to,  an  examination  of 
milk  supply  fluctuations. 

In  the  absence  of  data  confirming  opponents  objections,  the  Committee  does  not 
find  any  compelling  evidence  to  lead  to  a  recommendation  for  legislation  to  alter 
the  membership  and/or  scope  of  the  Compact6. 


6  For  further  information,  please  contact  Jody  Lehrer,  Senior  House  Counsel,  Committee  on  Natural 
Resources  and  Agriculture 
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